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) 

COMPLIANCE WITH 5 271 OF THE 
TELECOMMUNICATIONS ACT OF 1996 ) REPORT 

) AT&T’S COMMENTS ON KPMG 

On November 26,2001 Qwest Corporation (“Qwest”) filed a report prepared by KPMG, 

LLP (“KPMG) entitled “Qwest Corporation Report of Independent Public Accountants, 

Attestation Examination with respect to - Report of Management on Compliance with 

Applicable Requirements of Section 272 of the Telecommunications Act of 1996, November 9, 

2001” (“KF’MG Report” or “Report”), and accompanying affidavits of Judith L. Brunsting and 

Marie E. Schwartz. No Commission order authorized that filing, nor has the Commission 

formally accepted the filing or established a date for responsive comments. If the Commission 

decides to include the Qwest filing as part of the record in this proceeding, AT&T 

Communications of the Mountain States, Inc., and AT&T Local Services on behalf of TCG 

Phoenix (“AT&T”) provide the following response to that filing. 

The KPMG Report and additional Qwest affidavits fail to demonstrate that Qwest has 

complied with all requirements of section 272, much less that Qwest currently is in compliance 



with those requirements. To the contrary, KPMG’s opinion is qualified and its examination was 

limited in scope, yet KPMG nevertheless found significant instances of noncompliance. 

Accordingly, the Commission should conclude that Qwest is not in compliance with section 272. 

DISCUSSION 

The Liberty Consulting Group Report filed in the multi-state proceeding (“Liberty 

Report”) recommended that Qwest arrange for independent testing of its compliance with the 

requirements of section 272. The Administrative Law Judge in Washington proposed a similar 

requirement.’ The KPMG Report falls far short of satisfying either recommendation. Most 

obviously, the Report finds multiple instances of noncompliance, the total dollar amount of 

which on an annualized basis is approximately $6,350,000. Thus, the most that KPMG could 

provide was a qualified opinion that Qwest materially complied with the section 272 

requirements that KPMG reviewed “except for the instances of noncompliance.” KPMG Report 

at 4 (emphasis added). In other words, KPMG concluded that Qwest did not comply with 

section 272 during the time period examined. 

Qwest attempts to minimize this aspect of the KPMG Report with additional affidavits of 

Judith L. Brunsting and Marie E. Schwartz, who identify actions that Qwest allegedly has 

undertaken to correct these areas of noncompliance. Such testimony does not change the fact 

that the independent examiner found that Qwest was not in compliance during the test period. 

Ms. Brunsting and Ms. Schwartz, moreover, previously testified in this proceeding that Qwest 

was in full compliance with its section 272 obligations during the time period covered by the 

KF’MG Report. The Commission should place little, if any, reliance on this testimony. 

The KPMG Report also was much more limited in scope than the independent testing 

’ In re Investigation Into U S  WEST Communications, Inc. s Compliance With Section 271, Washington Utils. & 
Transp. Comm’n Docket Nos. UT-003022 & UT-003040, Twentieth Supp. Order 7 736 (Nov. 15,2001). 
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recommended in the Liberty Report. The KF’MG Report, for example, did not include an 

examination of Qwest’s compliance with sections 272(a), 272(b)(l), 272(b)(3), 272(b)(4), or 

272(g), even though the requirements in those sections are at issue in this proceeding. See 

KF’MG Report at 1. In addition, KF’MG repeatedly noted that it was examining “management’s 

assertion” that Qwest was in compliance with certain aspects of Section 272. Id. The Report 

fails to explain the extent to which KPMG independently examined individual transactions, 

rather than simply reviewing the information that Qwest management compiled to support its 

assertions of compliance. Not surprisingly, therefore, the KPMG Report does not even address 

whether -- much less opine -- that “there are reasonable assurances that a continuation of the 

practices and procedures examined will continue to provide the level of accuracy, completeness, 

timeliness and arm’s length conduct found in examining” Qwest’s past actions. Liberty Report 

at 54. The limited “review” in the KPMG Report does not even approach the level of 

examination and testing that the Liberty Report recommended. 

KPMG further reduced the already limited utility of its Report by conditioning its opinion 

on “materiality,” opining that Qwest “complied, in all material respects,” with the specified 

section 272 requirements. KPMG Report at 4. The Biennial Audit Procedures require that the 

biennial audit is “not based on the concept of materiality” and all errors or discrepancies 

discovered while performing the type of examination KPMG undertook are to be reported. 

KPMG expressly provided that its “examination does not provide a legal determination on the 

Company’s compliance with specified requirements.” Id. at 1. KF’MG, however, would have 

had to make such a determination in order to determine whether a specific instance of 

noncompliance was “material.” The Commission should have little confidence in such an 

See Schwartz Affidavit, Exhihit MES 8, at. 5 - 6; Biennial Audit Procedures, Introduction, Background, 1[ 3. 
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internally contradictory report. 

Finally, the KPMG Report covers only the very limited time period of April though August 

2001. The Liberty Report recommended the use of that time period when that report was 

prepared in August, but over three months have passed since that time. Particularly in light of 

the Report’s findings of Qwest’s noncompliance during the test period, the Commission should 

require Qwest to undertake a much more thorough examination and testing for a more recent 

time period before considering whether Qwest is complying, and will continue to comply, with 

its Section 272 obligations. 

CONCLUSION 

For the foregoing reasons, the Commission should find that the KPMG Report does not 

satisfy the “independent testing” of Qwest’s compliance with section 272 recommended in the 

multi-state and Washington proceedings. The KPMG Report provides support only for the 

conclusion that an independent examiner found, in a limited review, that Qwest was not in 

compliance with its section 272 obligations during the period April through August 2001. The 

Commission, therefore, should require Qwest to undergo thorough independent testing before 

making any finding that Qwest is complying, and will continue to comply, with its section 272 

obligations. 
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Submitted this 3"d day of January 2002. 

AT&T COMMUNICATIONS 
OF THE MOUNTAIN STATES, INC. 
AND TCG PHOENIX 

Richard S. Wolters 
AT&T 
1875 Lawrence Street, Suite 1503 
Denver, CO 80202 
(303) 298-6741 

Gregory Hoffinan 
AT&T 
795 Folsom St. 
San Francisco, CA 94107-1243 
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CERTIFICATE OF SERVICE 

I, Shirley S. Woo, hereby certify that the original and 10 copies of AT&T’s Comments on 
KPMG Report in Docket No. T-00000A-97-0238 were sent by overnight delivery on January 3, 
2002 to: 

Arizona Corporation Commission 
Docket Control - Utilities Division 
1200 West Washington Street 
Phoenix, AZ 85007 

and a true and correct copy was sent by overnight delivery on January 3,2002 to: 

Maureen Scott 
Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix. AZ 85007 

Ernest Johnson 
Director - Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Mark A. DiNunzio 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, AZ 85007 

Christopher Kempley 
Arizona Corporation Commission 
Legal Division 
1200 West Washington Street 
Phoenix, AZ 85007 

Jane Rodda 
Administrative Law Judge 
Arizona Corporation Commission 
400 West Congress 
Tucson, AZ 85701-1347 

and a true and correct copy was sent by U. S. Mail on January 3,2001 to: 

Thomas F. Dixon 
WorldCom, Inc. 
707 - 17* Street, #3900 
Denver. CO 80202 

Terry Tan 
WorldCom, Inc. 
201 Spear Street, 9th Floor 
San Francisco, CA 94015 

K. Megan Dobemeck Bradley Carroll 
Covad Communications Company 
7901 Lowry Blvd. 
Denver, CO 80230 

Cox Arizona Telcom, L.L.C. 
20401 North 29th Avenue 
Phoenix, AZ 85027-3148 
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Michael M. Grant 
Gallagher and Kennedy 
2575 East Camelback Road 
Phoenix, AZ 85016-9225 

Gena Doyscher 
Global Crossing Local Services, Inc. 
1221 Nicollet Mall, Suite 300 
Minneapolis MN 55403 

Traci Kirkpatrick 
Davis Wright Tremaine LLP 
1300 S.W. Fifth Avenue 
Portland, OR 97201 

Michael W. Patten 
Roshka Heyman & DeWulf, PLC 
400 North Fifth Street, Suite 1000 
Phoenix, AZ 85004-3906 

Joyce Hundley 
United States Dept. of Justice 
Antitrust Division 
1401 H Street NW, Suite 8000 
Washington, DC 20530 

Daniel Pozefsky 
Residential Utility Consumer Office 
2828 North Central Ave., #1200 
Phoenix, AZ 85004 

Mark N. Rogers 
Excell Agent Services, L.L.C. 
2175 W. 14th Street 
Tempe, AZ 8528 1 

Mark P. Trinchero 
Davis Wright Tremaine 
1300 SW Fifth Ave., Suite 2300 
Portland OR 97201-5682 

Penny Bewick 
New Edge Networks 
3000 Columbia House Blvd., Suite 106 
Vancouver, WA 98661 

Lisa Crowley 
Covad Communications Company 
7901 Lowry Boulevard 
Denver, Colorado 80230 

Karen L. Clauson 
Eschelon Telecom, Inc. 
730 2nd Avenue South, Suite 1200 
Minneapolis, MN 55402 

Joan S. Burke 
Osborn Maledon, P.A. 
2929 N. Central Avenue, 2lSt Floor 
Phoenix, AZ 85067-6379 

Eric S. Heath 
Sprint Communications Company L.P. 
100 Spear Street, Suite 930 
San Francisco, CA 94105 

Charles Kallenbach 
American Communications Services, Inc. 
13 1 National Business Parkway 
Annapolis Junction, MD 20701 

Jeffrey W. Crockett 
Snell & Wilmer, LLP 
One Arizona Center 
Phoenix, AZ 85004-0001 

Todd C. Wiley 
Gallagher & Kennedy, P.A. 
2575 East Camelback Road 
Phoenix, AZ 85016-9225 
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Michael B. Hazard 
Kelley, Drye & Warren, LLP 
1200 19th Street, NW, Fifth Floor 
Washington, DC 20036 

Daniel Waggoner 
Davis Wright Tremaine 
2600 Century Square 
1501 Fourth Avenue 
Seattle, WA 98101-1688 

Timothy Berg 
Fennemore Craig, P.C. 
3003 North Central Ave., #2600 
Phoenix. AZ 85012 

Raymond S. Heyman 
Randall H. Warner 
Roshka Heyman & DeWulf 
Two Arizona Center 
400 N. Fifth Street, Suite 1000 
Phoenix, AZ 85004 

Diane Bacon, Legislative Director 
Communications Workers of America 
Arizona State Council 
District 7 AFL-CIO, CLC 
5818 N. 7th Street, Suite 206 
Phoenix, AZ 85014-5811 

Andrea P. Harris 
Senior Manager, Regulatory 
Allegiance Telecom, Inc. 
2101 Webster, Suite 1580 
Oakland, CA 94612 

Andrew Crain 
Qwest Corporation 
1801 California Street, Suite 4900 
Denver, CO 80202 

Janet Livengood 
Regional Vice President 
2-Tel Communications, lnc. 
601 S. Harbour Island Blvd., Suite 220 
Tampa, FL 33602 

Charles W. Steese 
Qwest Corporation 
1801 California Street, Suite 4900 
Denver, CO 80202 

Bill Haas 
Richard Lipman 
McLeodUSA Telecommunications 
Services, Inc. 
6400 C Street S W 
Cedar Rapids, IA 54206-3 177 

Brian Thomas 
Vice President - Regulatory 
Time Warner Telecom, Inc. 
520 S.W. 6th Avenue, Suite 300 
Portland, OR 97204 
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